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This LOCATION BASED ENTERTAINMENT SYSTEM DEVELOPMENT AGREBWENT (the 

'Agreement'), dated as of October_1996, is entered into and between PHILIP MORRIS INCORPORATED, 

a Virginia corporation with offices at 120 Park Avenue, New York, New York 10017 ('Philip Morris'), and 
FANTASY FACTORY, INC., a California corporation with offices at 1200 Third Avenue. Suite 1550, San 
Diego, CA 92101 ('Fantasy Factory'). 


BECJTALS 

A. In connection with its MARLBORO BAR PROGRAM (the 'Promotion'), Philip Morris desires 
to procure a iocation based Entertainment System (the 'Simulator'] and Interactive Video Experiences (the 
"Experience"). 

B. Fantasy Factory desres to furnish such a Simulator and Experiences which work in 
conjunction with the Simulator together with corrtinuing support maintenance of the Simulators and 
Experiences. 


AGREEMENT 

NOW THEREFORE, in congelation of the promises contained herein, the parties agree as follows: 

1. SERVICES . In connection with the FYomotion, Fantasy Factory will provide the following 
services (the 'Services') related to the design and production of a Simulator and &(periences which work 
in conjunction with the Simulator: 

a. Meet with client; 

b. determine clients needs: 

c. consult with client on type and specifications of Simulator and Experiences; 

d. define scope of project; 

e. script Experienees; 

f. create story-boards of Experiences; 

g. design Simulator structure; 

h. coordinate approvals of designs atrd story-boards with client arrd client's consultants; 

i. produce and direct Expenences; 

j. supervise digitization of Experiences; 

k. choreograph Experiences for motion and inter-activity; 

l. procure hardware for use in Simulator; 

m. design Simulator Interactive interfaces; 

n. supervise the manufacture and assembly of Simulator; 

0 . procure and assemble electronic interfaces; 

p. editing finished video and sound outputs; 

q. mounting electronics on Simulator; 

r. write and debug interactivity software; 

s. coordinating 3-D visual outputs to interface with Marlboro's existing projectors with 
custom designed and manufactured 3-D optical fittings; 

t. oversee and manage entire project; 

u. coordinate ar>d cause the shipment of completed Simulators to client; 

V. train client's employees on the use and maintenance of Simulator; 
w. provide maintenance and support to Simulators deployed by client; 
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2. MATERIALS. Fantasy Factory will procure and provida all necessary equipment to ensure 
complete and woridng Simulators and Experiences which work in coniunctron with the Simulator 
|collectivelv< the “Materials*). The Materials will include all manuals, hardware and software sets, and 
other required materials including, but not limited to, the following; 

Fantasy Factory will deliver a compieta and fully funetionat prototype Simulator approximately, 
three foot tall by three feet deep by three foot wide with base of sufficient size to support the structure 
and occupants of maximum weight of 300 lbs. Attached to the structure shall be a fiberglass chair with 
diree point restraint system arxl foot rests. The chair shall be cantilevered out from the structure on a 24” 
long arm made of steel. The arm, which is hydraulically controlled, is capable of 15 degrees minus/6 
degrees plus pitch; 15 degrees phjs/minus roll; and 18 ” veittcai travel l”heave~) with acceleration rates 
of 1.8 g's maximum vertical, 1.6 g's maximum roil or pitch. 


The prototype shall utilize a companion structure housing an IBM baised computer provided by the 
client having minimum performance characteristics approved by Farttasy Factory. The companion structure 
shall be'approximately the size of a typical desk top computer with attached 17” monitor. The computer 
shall interface the Simulator's chair motion with the video Experience projected to the occupant in the 
chair. An interactive'cuing device (eg. steering wheel) shall be mounted or given to the occupant on a 
removable mount to enable the occupant to interact with the Simulator Experience. Fantasy Factory shall 
tend, at no charge, for use in the prototype the necessary projector, display screen, computer and 3-D 
optical system along with a demo Experience all of which shall remain the property of ^ntasy Factory. 


The demo Experience shall be approximately 2*3 minutes in length and ^atl have a basic man 
against nature subject matter incorporating a first person video of a rider on an All Terrain Vehicle (ATV) 
which is interactive with the occupant of the Simulator chair. As script of the basic nature of the 
Experience is attached hereto as Exhibit "E“. 


vrVucV) 


The prototype Simulator will include written operation instructions all necessary software and alt j r^'vV ro 
necessary electronic hardware, cabling arxJ fittings required for full operation of the Simulator and :^ix.smii. 
Experience. 


Fantasy Factory agrees to build and deliver additional Simulatora and Experiences similar in 
configuration, design and manufacture to the prototype at the pricing set forth herein. 



No substitutions to the Materials may be made by Fantasy Factory without the prior written 
approval of Philip Morris. In addition. Fantasy Factory wlil provide all materials and equipment necessary 
to ensure the complete and successful operatio^of the Emulator and corresponding Experiences, even if 
any such items are not specifically identified ii^a Agreement. 


3. REPORTS AND DOCUMBllTATIOW . Fantasy Factory will prepare, update and revise, wnfe—^ 
timo to time , written reports and other documentation about the Materials in a form satisfactory to and 
as reasonably requested by Philip Morris. 


4. LABOR . Fantasy Factory will provide personnel and services in accordance with the 
Agreement, and such personnel will possess the required training and certification to ensure that the 
Simulator and Experiences are completed in a timely and efficient nrenner and in accordance with the 
highest standards of quality and workmanship. 


Fantasy Factory will assign Orris Altars to the Promotion, who will have fiill authority to represent 
Fantasy Factory and will serve as Fantasy Factory's principal contact for job coordination end conflict 
resolution. 

Famasy Factory will be responsible for coordination with the work of others on the Promotion to 
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assure timely ar>d orderly delivery, and operation of the Simulator and Experiences which work in 
conjunction with the Emulator. 

5. schedule. Time is of the essen^ with respect to the performance of both party’s 
obligations hereunder. Fantasy Factory w8l deliver one functional Prototype Simulator unit with one 
Experience in accordance with the speclficatior^ set forth above in paragraph 2 and Exlubit "A* (for 
prototype commencing from the date of contract). Thereafter, Fantasy Factory shall deliver additionai 
Simulators and Experiences as set forth on ExhHxt "A-1 ’ (for completion of tfiiity or Mdy single seat 
Simulators commencing ort date of election by Philip Morris of single seat Sirmitator), or "A-Z" (for 
completion of thirty doul^ diak Simula^s commencing on the date of election by Philip Morris of double 
seat Simulators). Compiedon of Exp^enee production shall foflow the p'metable set forth on Exhibit 'A-S* 
(commencing upon die election of the type and quantity of Simi^or units selected by Philip Morris). 

if either piuty fails to deliver or cooperate with ott»r in delivering any Materials, ideate the 
Simulator and Experiences wNch work in conjunction with the Simulator or to perform Services on or 
before the dates specified herein, any such failure will constitute a material breach of the obligations 
hmeunder ■ \ 

8.' ASStSNMB UT OF RIGHTS. Factory hereby (rravocably tiansfers and as^gns any 

and all of its right, title, and knerestin »id to the Experiences including all electronic media and interfaces 
related thereto, developed pursuant to the agreement (the '“PM Property'), including but not limited to all 
copyrights, trade ^rxets and trademarks, to Philip Morris, except a$ ^a^cally $et forth in Exhibit O. The 
PM Property will be tite sole property of Philip Mom's and Morns wiu have the sole right to deiermina 
the treatment of any such PM Property, indudirtg the ris^ to i^ep them as trade secrets, to ffle 
registrations for copyright or trademark on them in its own name, or u follow any other jdocedure that 
Pl^p Morris deems appropriate. Fantasy Factory agrees:, (a) to disclose promptly in wririmi Philip Morris 
alt 1^ Property; (b) to cooperate with and a^ist Philip Morris to apply for, and to execute any applications 
and/or assignments reasonably necessary to obtain, any copyright, trademark or other stetutory protection 
for the PM Property in Ph3ip Morris' name as Philip Morris deems appropriate; and ^ to otherwise treat ali 
PM Property as .Coniidendai Information*, as defined herein. Thasa ol^gations to disclose, assist, execute 
and keep contidential will survive and expiration or terrrHnation of the Agreement. 

7. TERM. The tenn of tile Agreemem v^l commence on the contract date arxlwilirontee 
In affect until tiie completion and delivery of the Simulators and Experiences ordered by PNlip Monts 
unless terminated earlier as provided herein. 


8. TERMIMATTQW . Philip Morris may terminate the Agreement at any time, with cause, 
upon written notice to Fantasy Factory. Upon Fantasy Factory's receipt of rtotice of termination, Fantasy 
Factory will immediately cease providing services and incurring expenses hereunder, ur^ess otherwise 
approved in writing by Philtp Morris. 

S. POINT OF CONTACT . Fantasy Factory will obtain authorizations, rftformation and ^vi5(jJ£.£.io« 
approvals reasonably requested from Philip Morris diKir® the performance of the Agreement from Setter: u:>I 

©■and Manager. Martboro -prowwieiic (the 'Point of Cortcact”). Philip Morris may change the designaied i ^ 

Point of Contact by written notice to Fantasy Factory. ^ ns - 


10. WARRANTY . Fattasy Factory hereby warrants tiiat tiie completed work performed by 
it pursuant to the Agreement irxifuding all ser^esJo astM^ s and tabor, will be free from defects in design, 
workmanship and materlafs for a period fif^eoi^d^y^om the data of delivery of any Simulator or 
Experience. warranty by Fantasy Factoryftetet^^^^intm! include a warranty that Fantasy Factory wiU 
have toll title to ell property not assigned to Wdip Morris pursuant to paragraph 6 hereof and that such 
property do not infringe the trademark, copyright, patelnt or other intellectual property right of any third 
party. \ 
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11 - WORK IM PRQflRI-Sg I^ViEW-^ Outing the performance of the Agreement, Philip Morris 
and its duly authorized representative will have the right to inspect Fantasy Factory's work in progress at 
any time. ’ 

12. FINAL ACCId^^'AliCE. The final acceptance of the Materials and Services will be made 
by Philip Morris after Fantasy Factory has completed the Simulator and Experiences, which wo|k in 
conjunction with the Simulator, demonstrated that the Simulator and Experiences which woijlc in 
conjunction with the Simulator is in conformance with the specifications contained herein and has 
furnished all the required Materials, all as more fully described in Exhibit "E*. 

13. PAYMENT SCHEDULE. Fantasy Factory will submit a monthly invoice for all amourtts due 
hereunder. All invoices submitted by Fantasy Factory must contain a detailed application for paymerTt 
substentralty in the form of Exhibit “C* attached hereto, including [a) a detailed explanation of the Materials 
furnished, with receipts and back-up documentation available upon request, (b) a detailed explanation of 
any reimbursable expenses actually Incurred, with receipts and back-up documentation available upon 
requests and (3) a waiver of liens for all Materials furnished. Expenses over aSOO that are Incuned by 
Fantasy Factory and that are appropriately reimbursable by Philip Morris but tiiat are not included on Exhibit 
“B* must be approved in writing in advance by Philip Morris. Each invoice pursuant to which Fantasy 
Factory seeks payment from Philip Morris will reflect a 10% deduction from the total Invoiced emount 
sought from Philip Morris pursuant to sudi invoice. Upon final completion and testing of the Simulator and 
sdventure(s) which work in conjunction with the Simulator by Fantasy Factory and final acceptance (as 
defined in Section 12) by Philip Morris. Fantasy Factory will submit an invoice for the cumulative tbial of 
all prior 10% invoice deductions. Philip Morris will pay Fentesy Factory in accordance with each invoice 

within 30 days of Philip Morris' receipt of each such invoice. : 

Without the prior written approval of Philip Morris, in no event Vtftll the total Compensation invoiced cco 
under the Agreement exceed ar> amount to be agreed upon after Philip Morris selects the type and number 
of Simulator units it desires to order. 

U. REPRESEhfTATlQNS. WARRA IUTIES AND COVENANTS OF PHIUP MORRIS . Philip Morris 
represents to Fantasy Factory the following: 

14.1 Authority . Philip Morris has sif necessary power arxf authority to 

execute, deliver and perform its obligations under the Agreement and that the execution, 
delivery and performance by Philip Morris of the Agreement has been duly authorized by 
all necessary action on the part of Philip Morris and requires no additional consent to be 
effective. i 

14.2 Enforcaabilitv . The Agreement constitutes a legal, valid and binding 
obligation of Philip Morris enforceable against Philip Morris in accordance with its terms 
except to the extent that enforcement thereof may be limited by applicable banluupicy, 
reorganization, insolvency or moratorium laws affecting the enforcement of creditors' 
rights or by the principles governing the availability of equitable remedies. 

14.3 Capitallzatlori . Philip Morris is financially solvent, able to pay its debts as 
they mature, and possesses sufficient working capital to complete Its obligations under 
the Agreement. 

15. REPRESENTATIONS. WARRANTIES AND CO VENANTS OF FANTASY FACTORY. 

Fantasy Factory represents to Philip Morris the following: 

15.1 Authority . Fantasy Factory has all necessary power and authority to execute, 
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Subcontraetow In connection writh Fantasy Factory's obligations set forth herein. Fantasy Factory 
may retain the services of subcontractors to design, manufacture or construct portions of the Simulator 
or any component thereof. Fantasy Factory may also retain the services of subcontractors to desgn, 
produce, or create the Esgierlence or any part thereof. Attached hereto as Exhibit "F” is a schedule of the 
subcontractors Fantesy Factory will use to ftdfiU its obligations hereunder. Fantasy Factory shall 
supplement the schedule as subcontractors are retained. Additionally, Fantasy Factory shall require all 
subcontractors affiliated with this Agreement to execute an acknowledgement of contracting and their 
agreement to be bound by the terms atKl conditions of this Agreement. 
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daGver and parfbrm its oUioations under the AQraamant, and that ^a execution, delivery end perfoimsnce . 
by Fantasy Factory of the Agreement has been duly authorized by all necessary action on the part of 
Fantasy Factory and requires no additional consent to be efftctive; \Isl)^ 

15.2 Entoteeaiaia. ibe Agreement consthutes a legal, valid and binding obUgation of 
Fantasy Factory enforceable against Fantasy Factory in accordance writh its terms exrapt to the axtent/tiist 'Bk’caijiJa:- 
enforcamant thereof may be lirrnted by applicable bankruptcy, rearganlzation, insolvency or moratorium , ' . , 
laws affecting the enforcement of creditors' rights or by ^e principles governing the availability of 
equitable remedies; and ^ 


15.3 Caoitafizatica- Fantasy factory is finandtOy sotvMit able to pay He debts as they 
mature, and possesses sufficient working capital to complete its obligations under the Agreement. 


V&s iC<a,ULCln 

15.4 Title to Simteator and the guparin nces . Fantasy Factory warrants that tile title to ^<1 
tiie Simulator and the Experiences will be good, that the Simulator and the Experiences will be free from <. 
eli security interests, claims, demands, liens and other ancumbrarices. Any loss or damage to the vr'.e.rM' 

Simuiatbr prior to cempietion arxi acceptance of the Simufator and Experiences which work in coriiuriotion 
with the Simulator wiU:be the sole risk of ^ntasy Factory. Fantasy Factory vwll do, exaaite, acknowledge ^ Wm . 
and deliver, or caus^ to be done, executed, acknowledged and delivered, any such further acts, ' 
instruments, papers and documents as may be necessary to transfer good title to Philip Mom's to tiis &(UlViV F 
material without any additional compensation. All material furrushed by Fantasy Factory in the couim of 


Fantasy Factory's perfonnance of Services hereunder will belong to Philip Mom's, except as set fdrth inf^ny 


Exhibit 'D*. 

15.5 Intflllactudl Property. Fantasy Factory further represents and warrants that it has 
no knowledge of any claim of infringement of any patent, copyright, trademark, or misappropriation of any 
trade secret or other proprietary right of any third party as a result of the performance of the obligations 
under the Agreement, the creation and devetopment of the material and any other acts contemplated by 
the Agreement. 




y, Ojar. 


15.6 Cpoparatior^ . Fantasy Factory acknowledges that the Simulator and Experiences 
which work in coniunction w'lth the Simulator is an integral part of the Promotion and that Other 
contractors, suppliers and Philip Morris personnel will perform in connection with the Promotion. Fantasy 
Factory will cooperate and coordinate with Philip Morris and all Promotion contractors and consultants in 
furthering the interests of Philip Morris in conducting the Promotion, consistent wit the terms and 
conditions of the Agreement. 

15.7 Inaisance . Within 10 days of execution of the Agreement, Fantasy Factory 
will, at its own expense, procure, and deliver to Philip Morris certificates of insurance, issued by insurers 
acceptable to Philip Morris, evkiendng coverage for (1) comprehentive/eommercial general liability, 
inckidino produets/eompleted operations, and contractual liability with a combined single limit of no less 
than $1,000,000 per occurrence tor bodily injury, including personal injury and property damage, (21 
statutory workers' compensation coverage meeting all state and local requirements, including coverage 
for employers' tiebility with limits of no less than $500,000 per occurrence, end (31 comprahnnsive 
sutomobiie liability coverage for all owned, non-owned arxi hired vehicles, with bodily irijury limits of no 
less than $100,000 per person, $3(}0,000 per actident, and property damage limits of no less than 
$300,(XX) per accident. The insurance certificatea required itf clauses (1) snd (2) must name Philip Morris, 
its sffiGates, agents, representative, entoioyees and assigns as additional insured and must state that Philip 
Morris wiU be provided at least 30 days' advance, written notice of a cancellation or imdificarion of the 
insurance. The insurance must be primary coverage without right of contribution from any other Philip 
Morris Insurance. Insurance miAitained by Philip Mom's is for the exclusive benefit of Philip Morris arid will 
not inure to the benefit of Fantasy Factory. Fantasy Factory etsumes responsibility for ensuring that all 
subcontractors utilized by Fantasy Factocy in connection with the Agreement are adecpiately insured. The 

>'• 
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insurance covorage limits set forth above may be obtained by Fantasy Factory with a combinat^ of 
primary and excess insurance policies* 

Comalianca.Yiiith Lam. Fantasy Factory warrants that its performance at ali 
times will be in compliance with applicsUe Standards and applicable local, state and ^aral laws and 
regulations, including those relstod to Mnployment, payroll taxes, non-discrimination, OSHA and other 
governmental compliance. Any fines or other penaldes incurred by Fantasy Factory or Its agena, 
employess or subcontractors for norxxxnpliance with any laws, rules, regulation or ordinances with which 
compliance is reguired herein or by applicable law will not be raimburssd by Philip Morrie, but wilt be the 
sole responsibility of Fantasy Factory. Fantasy Factory wHI iiKJentnify and hold Philip Morris harmless from 
any fines or penaltias imposed on Philip Mprris as a result Of Fantasy Fsctory*# performance urxfar the 
Agreemem. In the event of a conflict between appficabia codes and standards. Fantasy Factory will adhere 
to the more stringent rertuirements. 


15.9 Audita and Reearda. Fantasy Factory, tts empicyeas and agents will maintain 
detailed and accurate books and records of aocoinit with respect to activities undertaken on behalf of Philip 
Morris, including original raceipts. Record of disburserrMrits must Indicate the cheek number, dollar 
amount, identity of tHiepayee and reason for the experxiiture. Fantasy Factory will provide periodic re^rts 
as and whan requestfd by Philip Morris and a fit>al accounting within 80 days of the compiation of all 
Senrices. The final accounting must include an 'itemization of ^1 axpansas incurred and must be certified 
by an appropriate officer or authorized representative of Fantasy Factory. During the term of the 
Agreement and for six months following die expiration, cancellation or termination of the Agreement, at 
the request of Philip Morris, Philip Morris or its designated agent may inspect, review and copy Fantasy 
T^ctor/s books and records at reasonable times during normal business iHiura upon reasonable, advance 
notice to Fantasy Factory aiKl at the expense of Philip Morris. ^ 


f^y-iOrca. 

Ga^A. 


16. DEFAULT BY FAffTASYLFACTOHy. During the term of the Agreement, the occurrence 
of one or more of the following events will be deemed a 'Fantasy Factory Default': 

16.1 If Fantasy Factory defaults in any Material respect in the observance or 

perfonnance of any covenant, condition or obligation of Fantasy Factory contained herein, which without 
limHetion includes: Fantasy Factory's failure to cure, within thirty (30) days of any vwfttsn notlM of 
default of any obligation, covenant, warrarrty or agreement provided herein; or Fentasy Factory makes any 
material false or misleading statement in any certificste or document nwde or given pursuant to tiie 
Agreement, and such default eorttimies for thirty { 30) days after written notice to Fantasy Fa^iy 
specifying the default and demanding titat the same be remedied; ^. 

'l 

16.2 If Fantasy Factory (a] files a petition commencing a voiuntaiV bankruptcy or similar 
proceeding under any applicable bankruptcy or slrrtilar law, (b) is declared bankrupt or insolvent unddr any 
law relating to bankruptcy, or (c) admits In writing its inability to pay its debts as they become due; or 

16.3 If a custodian, receiver, bustee or liquidator is appointtd in any proceeding brought 
against Fantasy Factory arxl is not discharged within 60 days after su^ appointment. 


aor'« 

'h TU 

v\e, wOA 


17. DEFAULT BY PHILIP MORRIS . During the term of the Agrssmant, tiis occurrence pf one ou^o 
or more of the followirrg events will be deemed e'Pitilip Morrie Default'; , 

17.1 If Philip Moiris defaults in any material reflect in the observance or perfomnance 
of any covenant condition or obligation of Philip Morris oontalnsd herain, including any material fafW or 
misleading statements in any certificate or docurrant made or given by Philip Morris pursuant to the 
Agreement, ertd such default continues for ten (10) dsys after written notice to Philip Morris speci^ir^ 
the default and demanding that the same be remedied; 


ii 

i 
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17.2 If Philip Moirit (a) filaa a patition commencing a vohitrtarv bankniptcy or similar 
proceeding under any apoGcaUe bardouptey or simiJar law; lb) ia deeiarad banknipt or insohrent under any 
law relating to tankruptcy, or (c) admits in writing its inability to pay its dafafts as they become due: or 

! 

17.3 If a custodies recover, ttustee or liquidator is wpointad in any proceeding brought 
against Philip Morris and is not discharged within 60 days aftw^ such appointment. 

18. PHILIP MORRIS REMEDIES. 

18.1 Maneonfarmina Materiele . If Philip Morris discoveis that any of the Materials 
supplied by Fantasy Factory hereurKler fails to conform to the warrartties set forth in Section 8, then 
Fantasy Factory will, at no cost to Philip Morris, promptly refdaca or modify any such nonconforming 
Materials so that it conforms to the above warranties. Tha coat of trsrtsporting repaired or modified 
Equipment and Materials will be borne by Fantasy Factory. The repaired or niodilied item will be covered 
by the warranty given above, end nonconfOmvng conations will be sulqect to this remedy. Nothing in this 
section will be deemed to prohib^ PhiKp Moms from exerciting its rights to recover any and all damages 
Suffer^ as a result of the breach of warranty. 

18.2 ^ TlmBllpasa . Fantasy Factory will perform its remedial obligations hereundw in a 
timely matter consistent witih Philip Morris* raasonaUe reriuirements end the contiruious, uninterrupted 
operation of the Promotion and the maintenance of quality and unintem^ned services during the Promotion. 
If Fantasy Factory is unable to remedy such nonconformity during e time period consistent witii Philip 
Morris' requirements, Philip Morris may undertake to remedy the nonconformity and In such case Fantasy 
Factory will reimburse Philip Morris for any reasonable expenses thereby incurred. 

18.3 Pamaqaa. Upon the occurrence of any Fantasy Factory Default Philip Morris may 
terminate the Agreement by written notice to Fantasy Factory and rscover from Fantasy Factory as 
damages, not as a penalty, an amount equal to the additional cost of completino tha Simulator and 
Experiences which work in conjunction with the Simulator as a consequanca of tiie Fantasy Factory 
Default 

18.4 Cast and Eitaanaa . Fantasy Factory will be liable for the costs and expenses 

incurred by Philip Morris by reason of tiie occurrence of any Fantasy Factory Default, or the exercise of 
Philip Morris* remedies with respect thereto, including all costs and expetues incurred in connection with 
the complation of tha Simulator and adventurs(s} which work in ecnjunction with tha Sirnulamr at arty auit 
or action necessary to enforce Philip Morris' rights and remedies. ^ 

18.5 Right of Offset, if any Fantasy Factory Default as defined in Section 1,6 has 
occuned and is contirtuing, Riilip Morris will have the right to retain out of any amount payable to or for 
the amourrt of Fantasy Fa^ory an amourrt sufficient to provide PhHIp Morris security for tire performance 
of the obligations of Fantasy Factory undar the Agreement tiiat have not been performed as a result of 
Aich Fantasy Factory Default. At such time tharaaftar as no Fantasy Factory Dafault is continuing, such 
amount (less any damages Philip Morris will have incurred as a rasult of the Fantasy Factory Default, will 
be paid promptly to Fantasy Factory. 

> 

18.6 IndamnjfieatiQn Qffisat. If any person or entity asserts a claim or lien against PhiKp 
Mom's, the Equipment and Materials or any other property of Philip Mom's, which claim or llan is chargeable 
to or arises out of Fantasy Factory's pwfbrmanee of the Agreerrwnt or the provisions of the Equipment arxi 
Materials, Philip Morris will have the right to retain out of any payments due to Fantasy Factory an armunt 
sufficient to protect Philip Morris fully from all claims, losses, damages aivl expenses related to such claim 
or lien until tha lien has been removed or the claim has bean terminated or released to Philip Morris' 
satisfaction. 
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18.7 WonaxelualvUv . Philip Morris'remadiu s«t forth in tMs Section 17 will not be 
exclusive, but will be cumulative and may be exercised concurrently or consecutively, and will be (n 
addition to ail other remedies Philip Morris may have under the Agreement or provided by law. 

19. FANTASY FAC TORY REMEDIES. 

I 

19.1. DamaoM . If any Philip Morric Default as defined in Section 16 has occurred and 
is continuing. Fantasy Factory may (a) terminate the Agreement by written notice to Philip Morris (b] 
recover from Philip Morris any damages proximately caused by the Philip Morris Default. 

ti 

19.2 Nonexclutivitv . Fantasy Factory's remedies set forth in Section 18, are not 
exclusive, but will be cumulative and may be exercised concurrently or consecutively, and are in addition 
to all other remedies Fantasy Factory may have under the Agreement or provided by law. 

20. FANTASY FACTORY 'S INDEMNITY . Fantasy Factory agrees to indemnify and hold 
harmless Philip Mom's, its affiliates and their respective ofticers, employees, directors and agents from all 
claims, liabilities. Costs and expenses. Including reasonaitie attorneys' fees that arise from, or may be 
attributable to nrrdrs; omissions or fault of Fantasy Factory including, but not limited to any claim of 
trademark, patent, copyright or trade secret mfringement. Fantasy Faetor/s obligations to indemnify and 
hold harmless will survive the termination of the Agreement. 

21. gUSPENSION . Upon written notice from Philip Morris, Fantasy Factory will suspend the 
provisions of Services or Equipment arid Materials as provided herein for such time as Philip Morris may 
direct. Upon receipt of Philip Morris' suspen^on notice, Paritasy Factory will not place further orders or 
enter into further subcontracts relating to the suspended work without PhMip Morris' written approval. 
Philip Morris will not be liable for the cost of any unauthorized orders placed or subcontracts entered into 
by Fantasy Factory during any period of suspension. 

22. DlSHJTE_RESQLUnQN . 

22.1 Intent . It is the intention of the parties to make a good faith effort to resolve, 
without resort to litigation, any Dilute (as defined below) according to the procedures set forth in this 
Section. A "Dispute" is any dispute, controversy or claim arising out of or relating to the Agreement or 
any breach, termination or invalidity hereof. 

22.2 Procedure . Fantasy Factory's and Philip Morris' designated rapresentativa will 
attempt to resolve all Disputes by negotiation, in the event a Dispute cannot be resolved promi^y by 
Fantasy Factory's and Philip Morris' ropresantativvs, each party will immediately designate a ^Mnlor 
executive with authority to resolve the Dispute. The designated senior executives will promptly, begin 
discussions in an effort to agree upon a resolution of the Dispute. If the senior executives do not jigree 
upon a resolution of the Dispute within 10 days of the referral to them, either party may elect to abandon 
negotiations. If a Dispute cannot be resolved pursuant to the procedures outlines in tills Section, the 
parties may pursue any remedy available to them at law or In equity. 

23. GENERAL 

23.1 Independent Contraemr. Fantasy Factory Is an Independent contractor, al^ the 
Agreement will not be construed to create an eaeoeiation, partnership, joint venture, relitlon of principal 
and agent or employer and employee between Philip Morris and Fantasy Factory or its agents wKhJn the 
meaning of any federal, state or local law. Fantasy Factory will not enter Into any agreement, oral or 
written, on behalf of Philip Morris or otherwise obligate Philip Morris without Philip Morris' advance written 
approval. It will be the duty of Fantasy Factory, and not of Philip Morris, to control directiy the time and 
manner of the work and services to be preformed by the employees of Fantasy Factory and to comply with 
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«II applicable federal^ state and local laws, ordinance and regulations applicable to sucb employees. 

23.2 Confidentiafitv and Confidential infarmatian. Fantasy Factory, its employees and 
agents witi hold strictly confldarTtial the existence and terms of ^e Agreement and ail information and 
materials provided by Philip Morris to Fantasy Factory related to the Promotion or the Agreement.' The 
Information and material provided by Philip Morris or obtained by Fantasy Factory in connection with the 
performance of the Agreement will remain the property of Philip Morris. Fantasy Notary will not use kuch 
information and materials for arry purpose other than to fulfill its obligations under the Agreement and will 
cause the information and materials to be retained in complete confidence end prevent the improper use 
or disclosure thereof by Fantasy Factory's employees, agents, and subcontractors. Famasy Factory will 
require all subcontractors to enter into signed confidentiality agreements with Fantasy factory in a form 
approved in advance by Philip Morris, and will actively enforce the terms of such confiderftiality 
agreements. If Fantasy Factory is requested or required to disclose confidential information to a third party 
in connection with valid legal process or any ongoing civil or criminal investigation, or any judicial or 
administrative proceeding. Fantasy Factory will comply with the request or requirements only after 
providing notice of the request or requirement to Philip Morris so that Philip Morris may, If It chooses, seek 
an appropriate prot^tive order. Upon termination or expiration of the Agreement, or within 30 days 
thereafter, Fantaiy Factory will return all materials to Philip Morris. Fantasy Factory will not disclose the 
terms or th# exisi enceof the Agreement to third parties without the prior written consent of Philip Morris. 
Fantasy Factory's obligation to maintain confidentiality wilt survive the termination or expiration of the 
agreement. ' 

23.3 governing Law . The statutos and judicial interpretations of the State of New ,York 
applicable to agreements executed and to be performed entirely within the State of New York will govern 
the validity end construction of the Agreement without regard to choice of law provisions. 

23.4 Nonwelvor. The failure of either party to demand strict performance of the terms 
hereof or to exercise any right conferred hereby will not be consvued as a waiver or relinquishment of Its 
right to assert or rely on any such term or right in the future. 

23.5 Sevarflbnitv. The remainder hereof will not be voided or otherwise affected by the 
invalidity of one or more of the terms herein, 

23.6 AssianmeitLancI Sidi corrtracting . Except as permitted pursuartt to the Agreement, 
Fantasy Factory will not assign, Aibcontract or otherwise delegate any of its rights or obligatiorrs hereunder 
without Philip Morris' prior written consent. 

23.7 Survival . All warranties, indemnities, intellectual property and confidentiality rights 
and obligations provided herein will survive the termination, completion or cancellation hereof. 

23.3 Amendments . No amendment, modification or waiver of any term hereof will be 
effective unless set forth in writing signed by Philip Morris and Fantasy Factory. , 

. 1 

23.9 HeacGnos . Headings contained herein are inserted for convenience and will have 
no effect on the irtterpretation Or constTuctiorr hereof. 

23.10 PubBcitv . Each party agrees that no information relative to the Agreement will be 
released for publication, advertising or any other purpose without the otiter party's prior written consent. 

23.11 Cguntproarts. The Agreement rnay be executed in eny number of eounte^arts, 
each of which will be deemed the original, but all of which when taken together will constitute oiie and 
the same documents. 
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2^.12 WBaotfatad Aoraamant . The Agreement and the exhibits and schedules thereto 
represent the negotiated agreement of both parties and will not be construed against a drafting pany- In 
the event of any conflict or Inconsistency between the Agreement or any of the exhibits or schedules 
thereto, the terms of this executed Agreement will control. I' 

23.13 Entire AgTBGmant . The Agreement constitutes the entire agreement Of the parties 
with respect to the subject matter and supersedes any prior or contemporaneous agreemei^ or 
understanding between the parties. No course of dealing, no usage of trade and no courae of perforrhance 
wtil be used to supplement or explain any terms, condition or instruction herein, nor be deemed to effect 
any amendment- 

23.14 Notices Notices provided will be in writing and sent by certified mail, return 
receipt requested. Notices to Fantasy Factory will be sent to Artton Handal. 1200 Third Avenue, Suite 
1S50, San Diego, CA 92101 - Notices sent to Philip Morris will be sent to Philip Morris incorporates, 120 
Park Avenue, New York, New York 10017, Attention; Category Directory, Marlboro. 

’ ;s 

' IN WITNESS WHEREOF, the parties hereto have entered into this Services arxi Equipment 
Agreement as of the date first written above. <; 

^ FANTASY FACTORY SYSTEMS, INC. 


Name: 

Title: 


PHILIP MORRIS INCORPORATED 


By:_ 

Name: 

Title: 
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e^uiWiV- 

Fantasy Factory 


PROTOTYPE TIMELINE 


P.M. PROJECT 


Sa«55KgSi3SP.'li 


10/16/96 


DAY1 

DAY 2 

DAYS 

DAY 4 

DAYS 

DAY 10 

DAY 20 

DAY 22 

START 

PROJECT 

FINAUZE 
DESIGN OF 
UNIT 

CONFER 

WITH WW ON 
DESIGN 

MAKE PARTS 
LIST 

PROCURE 
PARTS 
(5 DAYS) 

START BUILD 
OF CHAIR 
(10 DAYS) 

DEBUG 
CHAIR 
(2 DAYS) 

DESIGN INTER¬ 
ACTIVE CON¬ 
TROLLER FOR 
EXPERIENCE 


CD 

0» 

o> 

tD 


to 

T-4 

<D 

a 


a 

o 


ID 



DAY 25 

DAY 26 

DAY 29 

DAY 30 

DAY 32 

DAY 33 

DAY 34 

FINISH 

TEST 

DEBUG 

CLIENT 

FINISH 

CRATE 

SHIP TO NY 

IMTEGRAT- 

SYSTEM 

(2 DAYS) 

DEMO 

MODIFICA- 


FOR DEMO 


ING SOFT- nONS 

WARE WITH 

MOTION 

BASE 


VIDEO EXPERIENCE (RUNNING CONCURRENTLY WITH ABOVE TIMELINE) 


DAY? 

DAY 10 

DAY 12 

DAY 13 

DAY 14 

DAY 16 

DAY 23 

DAY 25 

FINALIZE 

STORY¬ 

BOARD 

CLIENT 
APPROVAL 
OF STORY¬ 
BOARD 

FILM DEMO 
EXPERIENCE 

EDIT FILM 

VIEW FILM 
FOR MUSIC 

ADO SOUND 
TRACK 

FINAL 

DIGITIZED 

EXPERIENCE 

MOTION TRACK 
ADDED 


ADD SEVEN POSSIBLE MURPHY DAYS. TOTAL DAY OUT IS 41. 


98I'8£60Z03 
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Fantasy Factory 


COMMENCING UPON NOVCE 
BY PHIUP MORRIS 


PRODUCTION TIIVJELINE~3 EXPERIENCES—P.M. PROJECT—10/16/96 


DAY 7 

DAY 13 

DAY 19 

DAY 21 

DAY 24 

DAY 29 

DAY 44 

DAY 45 

DAY 48 

STORYBOARD 

EXPERIENCE 

1.2&3 

GHENT 

APPROVAL OF 
STORY¬ 
BOARDS 

RNiSH 

FILMING 

THREE 

EXPERIENCES 

FINISH 

VIEWING FOR 
EDIT 

VIEW FILMS 
FOR MUSIC 

FINISH SOUND FINISH 
TRACKS EDITING 

VIDEOS 

SHOW VIDEOS CLIENT 
TOCUENTFOR APPROVAL 
APPROVAL OF VIDEOS 

DAY 55 

DAY 75 

DAY 78 

DAY 79 

DAYBO 

DAY 86 




FINALIZE 
CLIENT 
CHANGES TO 
VIDEOS 

FINALIZE 

DIGITIZING 

EXPERIENCE 

WITH 

INTERACTION 

TEST 

INTEGRATED 

SYSTEM 

DEBUG 

TEST 

FINISHED 

SYSTEM 

SHIP 

EXPERIENCES 





98l.8e60Z03 
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Fantasy Factory 


COMMENCING UPON NOTICE 
BY PHILIP MORRIS 


PROPUCTIQN TIMELINE-~30-60 UNITS—SINGLE CHAIR DESIGN—P.|V1,,pROJECT—10/16/96 


DAY 7 DAY 13 DAY 15 DAY 16 DAY 18 DAY 19 DAY 20 DAY 22 DAY 38 


COMPLETE- 
MODIFICA¬ 
TION OF 
PROTOTYPE 
TO PRODUC¬ 
TION DESIGN 


INSTAU 3D 
SYSTEM INTO 
PRODUCTION 
PROTOTYPE 


FINISH DEBUG CLIENT DEMO FINISH 

MODIFICA¬ 

TIONS 

{CLIENT 

REQUESTS) 


FINISH DEBUG SHOW FINAL FINISH PARTS PARTS 
—FINAL TOCUENT LIST AND PROCURED 
DESIGN ORDER PARTS 


DAY 39 


START BUILD 
30-60 UNITS |g| 
iouNrrs/WK 


DAY 60 
(DAY 81) 

FINISH 30 
UNITS (?) 

RIMISH60 
UNITS (7) 


DAY 61 
(DAY 82) 

START 

INSTALL 

SOFTWARE 

AND 

EQUIPMENT 

INTO 

COMPUTERS 


DAY 66 
(DAY 87) 

TEST 

FINISHED 

SYSTEM 

MINUS 

EW^ERIENCe 


DAY 80 
(DAY 97) 

HNISH 
INTEGRATE 
MOTION 
SOFTWARE 
AND CHAIRS 


DAY 86 
(DAY 112) 

FINISH 

CRATING AND 
SHIPPING 


Z8L8C60Z03 
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Fantasy Factory 


production timeline—30 UNITS—DOUBLE CHAIR DESIGN—P.M. PROJECT—10/16/96 


DAY? 

DAY 13 

DAY 15 

DAY 16 

DAY 18 

DAY 19 DAY 20 

DAY 22 

DAY 38 

COMPLETE- 
MODIFICA¬ 
TION OF 
PROTOTYPE 
TO 

PRODUCTION 

DESIGN 

INSTALL 3D 
SYSTEM INTO 
PRODUCTION 
PROTOTYPE 

FINISH DEBUG 

CUENTDEMO 

FINISH MODI¬ 
FICATIONS 
(CUBIT 
REQUESTS) 

FINISH DEBUG SHOW FINAL 
—FINAL TO CLIENT 

DESIGN 

FINISH PARTS 
USTAND 
ORDER PARTS 

PARTS 

PROCURED 

DAY 39 

DAY 60 

DAY 61 

DAY 66 

DAY 80 

DAY 100 



START BUILD 
30 UNITS Z- 
CHAIR 

DESIGN @10 
UNITS/WEEK 

FINISH 30 
UNITS 

START 

INSTALL 

SOFTWARE 

AND 

EQUIPMENT 

INTO 

TEST 

FINISHED 

SYSTEM 

MINUS 

EXPERIENCE 

FINISH 
INTEGRATE 
MOTION 
SOFTWARE 
AND CHAIRS 

FINISH 

CRATING AND 

SHIPPING 




COMPUTERS 


88 l 8 £ 60 i. 0 S 
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0^o\crk|(^ 


rr Cs-S^CCD 


FANTASY FACTORY SUMMARY BUDGET 
£>BP«rf flfica Production Budget 


i- nO let- -g>: uc 


(T^Te^ Expeiiences}* 

3 

cosUuntt 


Riming ($20.000/day 2 day asUmate) 

40000 

120.000 

Editing. Sound. Production 

13000 

3S,000 

Interactive Computer Work 

73000 

234,000 


Slmuf9 tor khmufacbira Budget 


■ iZ 


+ Sfi^,voo 


Cfhirty ^i^le seat Simulators) 

_ * 

Stcucture ahcTHydraulIea ''" • - ^ 

30 

Gost/unit 

43800 

1.314,000 

H*ds Up Didbiays <3^) y ■ • 

3000 

00,000 

M^PEO Card for atent^ CoifipuGBis '' 

1500 

45.000 

imeF>active oontrollera 

4000 

120,000 

Control Tower 

1000 

30,000 

Connectors and Wiling • 

2060 

61,800 



l,l#.fcO^ODO , 5S^ia2:. ^ 


(Sixty single seat SImulatiHs)'" 

60 



oostiunlt 

• 

structure and Hydraulics ^ ^ '> 

31000 

1,860,000 

Heads Up Displays (3-0) ' 

2500 

150,000 

M-JPEG Card for Client's,Comjjutets 

1000 

60,000 

Inter-activa controllers 

1500 

90,000 

Control Tower 

800 

48,000 

Connectois and Wiring 

2000 

120,000 


OTvvV- 



(Thirty double seat Simutatois) 

30 

cost/unit 


structure and Hydraulics , 

52560 

1,578,800 

Heads Up Display (3-P) 

$000 

150,000 

MkJPEG Card for aienfs Computers 

1500 

45.000 

Inter-active controllere 

4000 

120,000 

Control Tower 

1000 

30,000 

Connectors and Wiring 

2060 

61,800 


■^t},tOD C>^'V 



-i U,,i20/u>nti- 


*DaHJiat<MAiAtoea«Mv pr«iporMin(«9*nM» 
** CmT ef eWM iMTiMkNM 
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Fantasy Factory 

X200 Third Stmt SuiU I6S0 
San Diago, California 92101 


INVOICE 


OXOER 5 


>NVOlCk t 

OATI 


DATC 

— -- 



' ‘CAaMTioi^iimysTOMoiieut'^GfrO^ 
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TO 
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EXHIBIT "ly 

MATEWALS NQT TQ BE ASSHSWm 


PROTOTTPE; 


^ Prototype ttxparienee 

x- Rights to all Simulator design and hinction; 

7 ? 

x Prototypa compute r, all visual display equipment and 3*D c^itica 

- Motion control software 
NON-PROTOTYI% UNITS (if purchased): 

- Rights to all Simulator design, manufaeture and function; 

NON.PROTOTYPE UNITS Tif laaaeiU: 

•x All rights in and to any and all of 'dM SimulaTora, eloctronicai hardware and software, except for 
any video or other presentation material which replays any brand or trade name belonging to PNlip 
Morris; 

- Any and aU equipment or property lent to Fantasy Factory by PhiRp Morris. 
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- 


SCENlI 


9PBNIN0 MARLBOItO «RAPHfCt 


ACTION 


VISUAL 


neiLlN SHOT CLOSINO WITH OEWT ON |OPEN[HO SUNRISE, LOOKOUT AT 
ATrV. FADE TO SCENE Z loUNES 


SCENES. 


WIDE SHOT WITH RIDETO SACK TO 
CAMERA. RIDER MOUNTS AT.V, 
SWITCH TO tST PERSON PERSPEC¬ 
TIVE. 1 

^ ^ 

RIDER WIPING OFF A.T.V. PREPARING 
TO LEAVE ON MORNING JAUNT. 
MOUNTS AT.V. 

SCENES { 

1ST PERSON PERSPECTIVE WITH 
OVER-SHOULDER SHOT OF CAMP GET¬ 
TING FARTHER AWAY. 

REVS UP AND PULLS OUT OP CAMP 

\ SCENE 4 \ 

1ST PERSON. TWO SMALL JUMPS AND 
LEFT-SIDED BERM AT IS*. JUMPS AT 

4* FORWARD AND 8* BACKWARD. 
CONSTANT BOUNCING FROM UNEVEN 
GROUND 

RIDER SEES AND TAKES TWO JUMPS 
AND A FOLLOWING BERM. 

1 SCENE 8 1 
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SCENBO 


ACTION 

IF RISER TURNS RIOHT.„ 

PASSES ZNS SIGN UNNOTICEG 

IF RIDER TURNS LEFT... 

THREE SMALL JUMPS AND TWO 
BERMS (SIZE T.B.O.} 


VISUAL 


i«OANGER-QUfei€SiUtD lOfr VOSI” 


AND TAXES JUMPS MiB BERMS 


SCENE 7 


IF RIGHT... f 

A.T.V. STOPS SUDD^LY AND IS IsS^ A.T.V. STOP, FORWARD MOTfON 

PULLED INTO SANDPIT IaND TIPS FORWARD AS A.T.V. IS , 

IBURIED IN SAND UP TO TOP OF FRONT 

- . ^ Ifenser 

IF LEFT... ' j 

1ST PERSON. BOUNCING AND JUMP-iSTRAfOUT AHEAD VIEW OF DUNE£I>< 

ING WITH LEFT TO RHSHT MOVEMENTS flUlUm LOOKS LEFT AND RIGHT, HAV¬ 
INGS** PATTERN ImG FUN $ 


SCENE 8 


IF RIGHT... 3RD PERSON 


|BACK OF IPOER SEEN PULLING J^T.V. 
lour OF PIT. RBHOUNTS AND LEAVES. 


GO TO 1ST PERSON ON REMOUNT 


SCENES I 

IS^reRSON. C^I^'SWEEPS UP TO fRlDER LOOKS UP, SEES THREATENING 
SKY, DOWN AND LEFT TO OLD TREE. fSTORM CLOUDS. LOOKS LEFT, SSS 

ioLD DEAD TREE. m 

COMPUTER UGHTENINO HITS OLD IbRIGHT FLASH. THUNDEIttLAP. ^RK 
TREE. FLASH BANG. IFALLS, BLOCKING RIDER?8 PATH. 
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SCENE 10 


2ND OPTION. RIDER MUST CHOOSE 
RIGHT OR LETT PATH. 


IRIDER SEES TREE AKIOSS PATH 


IP RIGHT. 


IRIDER JUMPS PART OF TREE AND 
leONTiNUfiS ON PATH 


IF LEFT... 


IRIDER SEES OLD TIMBERS LYING 
ICR^ROAD 


SCENE 11 



















